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HOW FIRE-INSURANCE EXPENSES CAN BE REDUCED. 





Preferred Classes Prevent Reform — Fewer Companies and Larger Lines Needed — Radical 
Measures Alone Will Effect a Change. 


By A. W. NEALE. 


What can local agents do to reduce 
fire-insurance expenses without re- 
ducing their own incomes ? 

Inasmuch as the local agent has 
practically nothing to do or say about 
the expenses of the companies he 
represents, he can do _ practically 
nothing toward reducing them, ex- 
cept in the negative way of accept- 
ing reduced commissions, and this 
would naturally reduce his income, 
at least for the time being. The re- 
duced commission would deter more 
agents from entering into competition 
with him, so that in the long run he 
would be as well if not better off. 

Expenses can only be controlled 
by the managers or chief executives, 
and even they seem to have lost con- 
trol of them in recent years. But if 
any reform is to be brought about 
these officials are the ones to do it. 

The present expense ratio burden- 
ing the business in unnatural and 
therefore unbusiness-like. The public 
is becoming very much interested in 
the matter, and it is only a question 
of time when a reform will be 


demanded. 
* 


Fewer Companies Can Do the Business. 


In my opinion the whole American 
system of conducting the fire-insur- 


ance business is wrong and is respon- 
sible for the high expense ratio. It 
is claimed that there are not enough 
companies to handle the business in 
many of our larger centers. I think 
there are too many. What we need 
is not so many small companies, each 
with its corps of officers, clerks, and 
field men, as a goodly number of 
big, strong 
transact the business upon a much 
smaller average expense ratio than 
now obtains. 

If the rates are adequate large 
companies can afford to carry net 
lines five to ten times the size they 
do now. Think of the immense sa- 
ving in expense for inspections and 
clerk hire per $1,000 at risk! It 
costs as much for a special agent to 
make an inspection for a $1,000 line 
on a given risk as it does for a 
$10,000 line. The same thing is 
true of the daily report examiner’s 
time in handling and mapping daily 
reports, and so on down the line. 

Fire-insurance companies are 
obliged to spend a large amount of 
money in properly handling the de- 
tail portion of their business, and my 
argument is that the expense per 
$1,000 of amount at risk would be 
greatly reduced by writing large 


companies which can 
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instead of small lines, and also that 
strong companies can afford to as- 
sume the risk of writing large lines 
providing the rate is adequate. 

It is a well-known fact that in some 
countries to-day the business is trans- 
acted profitably along these lines 
and at a much less expense than in 
this country. The principle of wri- 
ting larger lines when the rates are 
adequate obtains now to a limited 
extent. When rates are full many 
companies will venture to double 
their lines; then in course of time 
when the rates sag they cut their 
lines in two again. The fixed charges 
of the expense account remain station- 
ary on a small volume of business, 
hence the ratio of expense is increased. 

I will illustrate by an example 
which touches one phase of the ex- 
pense question, viz., that of inspec- 
tions. Take a small planing-mill 
insured for $5,000 — ordinarily it will 
be covered by five $1,000 policies. 
Each company sends its special agent 
to inspect it; thus the expense for 
time, railroad fare, and hotel bills 
for five men is incurred. This ex- 
pense gould be cut in five by one 
strong company writing $5,000 lines 
on such risks. 


> 


Inequality of Rates. 


It may be asked: If the large lines 
suggested are good underwriting why 
don’t some of the shrewd managers 
of our strong institutions adopt the 
plan? Simply because the rates are 
not uniformly adequate. They may 
be so this year, but next year or the 
_ year after they have been beaten 
down below cost. 

Why, then, are they accepted if 
too low? They are not accepted 


quite so freely, but in the main the 
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business is taken care of because the 
manager does not want his volume 
too greatly reduced and hopes, in 
time, if he keeps the business on his 
books, the rates will go up again, as 
they probably will if he has patience. 

The most important consideration 
for writing certain lines at less than 
cost is that the agent’s volume of 
business as a whole shall be seasoned 
with a respectable amount of ‘‘ Pre- 
ferred’’ business. If the agent can 
arrange this little matter properly, 
why of course the company is in duty 
bound to ‘‘ take care of him’’ on the 
non-preferred. 

I mention this matter of preferred 
business because I think it is the 
chief factor in keeping up the high 
expense ratio as the business is at 
present conducted. Certain compa- 
nies spend all kinds of money, and 
resort to practices that are injurious 
to the business as a whole, in order 
to secure it, and as a rule these com- 
panies stand in the way of much 
needed reforms, because forsooth they 
interfere with ‘‘their’’ business. If 
it were not for the element of pre- 
ferred business the companies would 
not have failed in their recent at- 
tempt to get together to agree upon a 
plan for a reasonable reduction in 
expenses, including commissions. 


e 
Status of the Preferred Class. 


This preferred class has for years 
been the principal source of trouble 
and disturbance in fire-insurance, fre- 
quently having been the cause of ter- 
rible rate wars, and it seems a pity 
that it should be encouraged and fos- 
tered by some of our largest American 
companies. When the position of its 
champions is assailed they say: Why 
reduce the rates upon preferred busi- 
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ness? , We need the extra profits 
upon this class to help make up for 
the deficiencies upon other classes. 

This argument, if it can be digni- 
fied by such a term, is certainly not 
based upon sound underwriting prin- 
ciples, and for this reason will not 
stand in the long run. However, as 
long as the preferred business exists 
companies will fight for it; will spend 
a disproportionate part of the pre- 
miums, and will even resort to bad 
practices to secure it. The latter of 
course cannot be morally condoned, 
but as long as the class is permitted 
to exist, it is no more than human 
nature that some managers should 
seek it at any commission that will 
secure it as long as there is a good 
profit left over. 

In one sense they cannot be blamed; 
neither can companies be blamed 
which make a specialty of the class 
and write none of the hazardous 
classes, or at least only ina gingerly 
way. Such companies, however, are 
of no value to the public, as the busi- 
ness they write could just as well be 
handled by the great companies which 
protect our large industries in every 
community. 

The wonder is that the prominent 
agency companies that carry the haz- 
ardous classes will permit a preferred 
class to exist to be specialized by cer- 
tain companies which are constantly 
a thorn in their sides, and always 
stand in the way of every reform that 
is attempted for the good of the busi- 
ness as a whole. Commissions may 
be arbitrarily and temporarily reduced 
by agreements, but as certainly as 
water finds its level, they will again 
increase as long as there is an ab- 
normal profit in any one class, and, 
strange as it may seem, the habit of 
paying large commissions on profit- 


able classes has grown till excessive 
commissions are also paid on other 
classes, especially in our larger 
communities. 

* 
The Storm Center of Reform. 

It may, therefore, be set down as a 
well-established fact that a permanent 
reduction in commissions to agents 
cannot be expected as long as the 
preferred class is permitted to exist; 
that companies will not write large 
lines upon the other classes unless a 
fairly profitable rate can uniformly be 
maintained; that such rates cannot 
be maintained as long as the pre- 
ferred class exists, because experience 
shows that while competition reduces 
these rates periodically below cost, 
managers will accept the business 
aid look to whatever volume of pre- 
ferred risks they can secure to help 
even up matters. 

There should be no ‘ Preferred ’’ 
class and there soon would be no 
‘*Preferred’’ companies. Managers 
would then be forced to see that a 
fair rate was maintained upon all 
classes of risks. When only a fair 
rate was maintained companies 
would have no difficulty in securing 
plenty of good agents at a fair and 
reasonable commission, which it is 
needless to say would be consider- 
ably less than prevails to-day. 

Fewer companies of sufficient 
strength could then easily and safely 
write all the business that should be 
taken care of, not only at reduced 
commissions to agents, but the fixed 
expense of the office and field-work, 
as applied to premium on largely in- 
increased lines, would be very greatly 
reduced in its ratio to the total vol- 
ume of business transacted. 

This plan would put the business 
where it belongs. The weak and cut- 
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rate companies and the horde of solic- 
itors, sub-agents, and other parasites 
that now cut into the genuine agent’s 
income would be relegated to where 
they belong. The business would 
then go to strong, well-managed, and 
safe institutions, and be handled by 
experienced agents or representatives 
who would become better underwri- 
ters, more trusted by their principals, 
and on a much smaller commission 
on a larger volume of premiums per 
company, enjoy as good an income, 
if not better, than they do to-day. 
The public could secure first-class 
indemnity and as much as was re- 
quired without filling their safes with 
small-sized policies, —in many cases of 
doubtful value,—and what is more, at 
rates nearer the cost of carrying their 
risks than they can secure to-day. 


> 


Cooperation More Easily Effected. 


This plan would settle many of 
the differences between classes of 
companies and between companies 
and agents, that now seem impossible 
of adjustment. All companies would 
find it to their advantage to join a 
good company organization and work 
in harmony instead of fighting each 
other as is the case now between 
**Union’’ and ‘‘ Non-Union.’’ It is 
the preferred business that makes the 
non-union companies, and also makes 
it difficult to keep some union compa- 
nies inline. The sole agency is the 
most rational and economical method 
of representation, and would speedily 
supersede the expensive multiple 
agency, which was designed solely to 
secure preferred business. One com- 


petent representative in each city 
could secure the large line business 
for his company. 
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There are many means which have 
been suggested from time to time for 
the reduction of the expense pertain- 
ing to the fire-insurance business, but 
to my mind they are too artificial and 
depend upon inelastic agreements 
that are soon forgotten. The sore 
that was temporarily healed breaks 
out afresh and grows worse with time. 

Most radical changes in the busi- 
ness require the consent of a large 
majority of the companies to bring 
them about. The reform I sug- 
gest is different from most others 
in this respect, and probably twenty- 
five or thirty of our leading com- 
panies, if once converted to the 
idea, could carry it out if they chose 
to band themselves together and do 
SO. 

I am therefore forced to the con- 
clusion that the expenses of the fire 
companies will never be permanently 
reduced as long as the preferred class 
is permitted to exist. In fact, under 
the present method of conducting the 
business it is quite reasonable to 
expect that the limit has not yet 
been reached. ‘To my mind the only 
lasting remedy is to go to the root 
of the matter and stop temporizing. 
It may be an ugly job to tackle, but 
it has got to be tackled some time and 
the sooner the better. The present 
is quite opportune on account of the 
better rates that generally prevail on 
the non-preferred classes. 

As I said in the beginning the 
agents can do little to improve the 
matter under discussion. The com- 
panies are to blame for the present 
state of affairs, and they alone will 
have to bring about a reform. In 
doing this they will find the genuine 
local agent in hearty accord with 
them. 




















PROSPECTS FOR NEW FIRE-INSURANCE COMPANIES. 





History of Retirements for Fifteen Years Is Not Encouraging. — Survivors Are Mainly 
Annexes of Larger Corporations. 





The present congestion in the fire- 
insurance market directs attention to 
the possibilities of success in new 
companies. Numerous efforts are 
being made to interest capitalists in 
projects of this kind. 

There is, beyond question, a de- 
mand for additional fire-insurance 
capital, but recent history affords no 
encouragement for meeting this de- 
mand by organizing new companies. 

Since 1885 no new fire-insurance 
company has been organized which 
has subsequently attained conspicu- 
ous success, while the majority of 
new companies organized since that 
date have retired from the field. 

We are presenting herewith an ex- 
hibit showing the names of stock 
fire-insurance companies organized 
and retired in New York State since 
1885; also the names of those com- 
panies organized since then and still 
doing business : — 


NEW YORK FIRE-INSURANCE COMPANIES 
ORGANIZED AND RETIRED SINCE 1885. 


Date Ceased 
Organized. Name of Company. Business, 
1886 Fire Association 1892 

1887 Alliance 6 
" Liberty 1891 
ey Prudential 1890 

1888 Empire State 1891 

1889 Armstrong 1892 

1895 Norwood 1898 
* City Fire (Did no business) +s 

1896 Eastern 1900 
" Erie 1902 
a Insurance Co. State of New York 1899 

1897 Lincoln 1898 
= Manhattan Fire I9OI 
- Magdeburg _ 

1898 International IQOI 
" Thuringia Am. 1900 
ie Traders’ “ 
= Washington " 

NoTE: Total capital, $4,250,000: $200,000 in the 


case of all companies, except the Liberty ($1,000,000) 
and the Manhattan ($250,000). 


NEW YORK COMPANIES ORGANIZED SINCE 
1885 AND STILI, DoING BUSINESS. 


Date 

Organ- 

ized. Name of Company. 
1886 Commonwealth 


Commercial Union 
Buffalo Commercial 
Colonial 
“National Standard 
Victoria 
Assurance Com- 
pany of America 
German Alliance 
“Liverpool & L. & G. 
“North British 
‘Northern 
British American 
Caledonian Am. 
Indemnity 
North German 
“Pelican 


1891 
1896 


NOTE: 


Owned or Controlled by 
Independent Managem’t 
Commercial Union, Eng. 
Buffalo — German 
Geo. W. Stanton & Co. 
R. C. Rathbone & Son 
Union, Eng. 


R. C. Rathbone & Son 
German, America 
Liverpl1& L.& G., Eng. 
North British, Eng. 
Burke & Brown 

British American, Can. 
Caledonian, Scot. 
Norwich Union, Eng. 
North German,Germany 
Phoenix, Eng. 


Total capital, $3,200,000. All organized 


with original capital of $200,000; except Common- 
wealth, $300,000, increased the same year to $500,000. 
German Alliance since increased to $400,000. 


These statistics show that since 


1885 thirty-four new stock compa- 
nies have organized. Of this number 
but sixteen now survive. Of these 
sixteen, eleven are owned and con- 
trolled by old and successfully estab- 
lished companies, and their survival 
is due to circumstances outside of 
their existence as independent cor- 
porations. 

But five companies out of the thirty- 
four which have organized since 
1885 have survived the stress of com- 
petition upon their own merits: the 
Commonwealth, Colonial, National 
Standard, Assurance Company of 
America, and Northern. 

On Dec. 1, the financial statements 
of these five companies filed with the 
New York department, showed as 
follows : — 


Company Assets Surplus Premiums 
Commonwealth $1,016,861 $301,087 $246,493 
Assurance Co. of America 588,344 88,751 402,976 
Colonial §59, 103 85,940 312,121 
National Standard 620,565 114,071 404,948 
Northern 588,814 152,343 223,474 
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Two of the above companies, the 
Assurance Company of America and 
the National Standard, are controlled 
by a prominent firm of New York 
brokers. The Colonial and the North- 
ern are also controlled by two other 
firms of New York brokers. None 
do a general agency business and are 
used mainly by the brokers inter- 
ested to write special hazards and 
so-called surplus lines. 

The Commonwealth is the only 
company of independent management 
which has survived. It writes small 
lines of insurance and has never made 
large returns to stockholders. It paid 
in 1901 six per cent per annum in 
dividends. Its earned surplus on 
Jan. 1 as the result of fifteen years’ 
business was but $301,000. 

The eleven companies owned and 
controlled by successfully established 
companies write an annual premium 
income varying from $50,000 to 
$375,000. 

The recent experience thus shown 
in projecting new companies probably 
will deter capitalists from investing 
their money in new enterprises. It 
is difficult under existing conditions 
to successfully establish a new fire- 
insurance company. It is hard to 
find competent managers and to ob- 
tain a satisfactory corps of agents 
which will give a good business at 
, profitable rates. New companies, in 
order to obtain good business, have 
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to pay a higher rate of commission 
than established companies and, 
therefore, must do business at a 
higher ratio of expense; or if they 
try to do business on the same rate 
of commission, the tendency among 
agents will be to favor the old com- 
panies and give the new companies 
the bad business. It is almost im- 
possible for a new company to protect 
itself against this natural tendency of 
agents to give them the poor risks. 

As stated, there is a demand for 
fire-insurance which is not met by the 
present supply; there is very little 
chance that this demand will be per- 
manently met by the organization of 
new companies. It can, however, 
be met in another way. There area 
number of fire-insurance companies 
now established in business whose 
stock can now be purchased at book 
value, or less, and whose business 
can be extended under skilful under- 
writing management in such a way 
as to meet the opportunity now offered 
by fire-insurance conditions. Properly 
handled, these companies could es- 
tablish large plants and be developed 
into paying properties. For those 
who desire to invest capital in fire- 
insurance, with a view to permanent 
success, the purchase and develop- 
ment Of existing companies will un- 
doubtedly yield very much earlier 
and better returns than the projection 
of new corporations. 





AGENTS’ INFLUENCE ON FIRE-INSURANCE EXPENSES. 





By R. S. BRANNEN. 


The local fire-insurance agents of 
the country can do much to reduce 
the expense now imposed upon the 
companies, and at the same time re- 


duce the cost of insurance to their 
customers : — 

First, by depending upon their 
State and National organizations for 
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relief from competitive conditions, 
instead of introducing bills in the 
State Legislatures which hamper and 
annoy the companies and tend to 
increase the cost of insurance to the 
property-owners who are the cus- 
tomers of the agent. 

Second, by educating property- 
owners up to the point where they 
will not stand the heavy and unjust 
taxation imposed upon the compa- 
nies through the State insurance 
departments. The company should 
only be taxed sufficiently to main- 
tain the cost of a well-regulated insur- 
ance department; but under present 
political conditions, it seems to be 
the sole object of every insurance 
commissioner to collect from the 
companies, and turn into the State 
treasury, more funds than any of his 
predecessors. 

To illustrate: Had the State of 
Colorado collected, during the last 
ten years, from the companies an 
amount sufficient only to maintain 
the expense of its insurance depart- 
ment, the large sum of $783,389 
would have been saved to the com- 
panies during that period, and might 
have been returned to the property- 
owners in the form of decreased rates. 
I believe that the future success of 
fire-insurance depends upon the de- 
gree to which the insurance and 
daily press of the United States is 
successful in its education of agents, 
property-owners, and _ legislatures, 
respecting their duties to fire-insur- 
ance companies and to those who 
.purchase indemnity. The more 
knowledge the agent has of his busi- 
ness, the less trouble he will have 
with his customers, and the less fric- 
tion there will be with the local 
boards and companies. 

A great help in the reduction of 
fire-insurance expenses would be a 
more general centralization of author- 
ity, by which we could obtain greater 
uniformity of customs, rates, and 
forms. The greater knowledge of 
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the business thus obtained would 
help remove local prejudice. I be- 
lieve, also, that the expense of con- 
ducting local boards and stamping 
offices, and also the item of State 
taxation, can be reduced about sixty 
per cent. Inspections and adjust- 
ments can be improved by a more 
general organization of the State 
Associations and the active coopera- 
tion of the National Association of 
Fire-Insurance Agents. 

There is another method by which 
fire-insuraiice expenses might be re- 
duced. With the introduction of the 
schedule system of rating property, 
and the card system of rates, four 
national clearing-houses located in 
different sections of the country could 
pass upon all daily reports, which 
would be received by the company 
some twenty-four hours earlier than 
under the present system. These 
clearing-houses, if located in the 
cities where general agents reside, 
would result in a large saving in the 
item of postage. 

I am satisfied that the item of ex- 
pense is one which should be thought- 
fully considered by all who are 
engaged in the fire-insurance busi- 
ness. In insurance, mining, and 
farming alone, is there to-day room 
for the rustling young American. 
In all other lines the room can be 
found at the top only. Morgan, the 
financial king, found his trusted lieu- 
tenant, George W. Perkins, in the 
insurance business. Mr. Perkins’ 
past experience in our line of busi- 
ness developed all the faculty for 
safely discounting the future, neces- 
sary to help Mr. Morgan to become 
the leading financial power and 
America the great money center of 
the world. 

The future of our business can be 
made all that it should be by a more 
thorough understanding of fire-insur- 
ance, and an honest application of 
that knowledge in our relation to 
our customers and companies. Such 
knowledge will result in the transac- 
tion of a better business at less cost, 
with more satisfaction to the agent 
himself. 











A CRITIC OF THE WESTERN UNION ANSWERED. 





(From the “ Investigator ”’ of Chicago.) 


The suggestion made by a con- 
tributor to the JOURNAL OF INSUR- 
ANCE Economics, that the Western 
Union has outlived its usefulness as 
a reform organization, is not likely to 
have come from a union manager. 
Very few members of the Union, 
probably not one, would make the 
claim that it is doing all the good of 
which it is capable — what organiza- 
tion of human beings is ? — but that 
it has outlived its usefulness as a re- 
form organization is another question 
altogether, and we fancy no union 
manager would be disposed to sub- 
scribe to such a sweeping statement. 
Still less would he be disposed to 
state, as an admitted fact, ‘‘that the 
interests of fire underwriting in the 
Northwest can now best be served 
through a new organization.’’ 

That there should be greater har- 
mony between the fire-insurance com- 
panies doing business in the North- 
west is undoubtedly desirable; that 
the differences between union and non- 
union companies are not impossible 
of adjustment is shown by the friendly 
manner in which they met recently to 
discuss the commission question in 
the large cities, and by the manner 
in which their field men are working 
together to-day for the establishment 
and maintenance of adequate rates. 
But that a new company organization 
can be formed to include at least 
ninety per cent of all reputable com- 
panies is, we believe, an impossibility 
under existing circumstances. For 


the one great cause of all the discord 
between the companies — preferred 
business — still exists, although it is 
not unlikely to be removed or at least 
lessened, perhaps in the near future. 


It is not probable that non-union 
companies would agree to the aboli- 
tion of preferred risks. But the com- 
missions paid on this class of business 
show conclusively how large must be 
the margin of profit in it. No mat- 
ter then what iron-clad agreements 
might be entered into as regards com- 
missions, preferred business would 
remain an irresistible temptation — 
for men are only men—to break them. 
So that, even if a new organization 
were formed of union and non-union 
companies, it could not continue to 
exist long, and the condition of affairs 
in the Northwest would eventually 
become one of utter chaos. 

There are signs that the present 
period of heavy fire losses is nearing 
its close, and is to be succeeded by 
a period of comparative prosperity. 
Then it will not be long before the 
companies will be actively reducing 
rates. But the tendency to-day is to 
make every class of risk self-support- 
ing. Will not that tendency have 
some effect in causing rates on pre- 
ferred risks to be reduced materially ? 
It used to be adduced as an argument 
against the reduction of rates on pre- 
ferred risks that the profits from this 
class of business were necessary to 
offset the losses from unprofitable 
classes; but now that rates on these 
latter have been raised, this argument 
will lose all force if losses let up. So 
that a reduction in rates on preferred 
risks enters fairly within the range of 
probabilities. 

And that very great reform is more 
likely, we believe, to be effected by 
the Union than by any new organiza- 
tion. It is to the initiative of the 
Union that most—shall we say all ?— 
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of recent rating reforms have been 
due. Why should not a modification, 
at least, of the preferred risk evil 
come from the Union as well? It 
certainly will not come from non- 
union companies. So far then from 


2g! 


having outlived its usefulness as a re- 
form organization the Union appears 
at present to be the only possible 
organization able to put an end, once 
for all, to the great cause of all the dis- 
cord in the west—preferred business. 





COMMENT UPON THE “INVESTIGATOR’S” CRITICISM. 


At the request of this magazine the 
author of the original article which 
the ‘‘ Investigator’’ answers has sub- 
mitted the following comment on the 
latter’s criticism : — 


It is not a question of union or non- 
union, but a question of good faith among 
companies. If good faith had been main- 
tained by all, the ranks of the present 
organization of fire underwriters in the 
Northwest would not have been depleted 
by withdrawals to the extent they have. 
There are men in that organization who 
never have and never will deviate in the 
slightest from their pledges one to another; 
but any organization to be successful in 
any good undertaking must receive un- 
qualified loyalty from all members, which 
is only reasonable and just to expect. The 
disposition on the part of a very few to 
arbitrarily dictate its policy, ignoring 


reasonable requests expressed by a major- 
ity, the maintaining of much unnecessary 
machinery in its workings, and the lack of 
positive loyalty on the part of some mem- 
bers, are the primary causes of the present 
organization having outlived its usefulness. 

What is necessary to-day to place fire 
underwriting in the Northwest on a busi- 
ness-like and reasonably profitable basis is 
a gentleman’s agreement, based on old-time, 
every-day honesty, to maintain reasonable 
rates and good practices in all territory. 
To such an agreement the writer believes 
ninety per cent of all reputable fire-insur- 
ance companies would be glad to subscribe. 
Those who may be so much attached to 
the present organization and think it of 
great value could still maintain it, placing 
it on the retired list along with the National 
Board, to be brought out on state occasions 
for banquet, legislative purposes, etc. 





THE POWER OF ORGANIZED HUMAN EFFORT. 





A Significant Article Showing the Extent to Which the American Laboring Man Has 
Adapted Himself to the Associated Idea. 





We believe the readers of this 
magazine will be interested if we re- 
view an article in the current number 
of ‘‘The World’s Work,’’ by Mr. 
Ray Stannard Baker, entitled ‘‘ How 
Labor is Organized.’’ This article 
is intended to show the marvelous 
growth of the labor union movement 
in America. It contains many facts 
and suggestions which can be profit- 
ably studied by those identified with 
any branch of industry where the 
idea of organized movement among 
large bodies of men is comparatively 
new, as it is in fire-insurance. 


In introducing the subject, Mr. 
Baker states that the two great facts 
which stand out in strong relief in 
American commercial life to-day are 
the organization of the American 
Steel Trust on one hand,—the largest 
capitalized corporation in the world, 
—and on the other hand, the nearly 
complete unification of the working- 
men in the coal mining industry. He 
states that the United Mine Workers 
of America has the largest member- 
ship and perhaps the greatest influ- 
ence of any trades union ever formed. 
There are at present more than 
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190,000 members, supporting a popu- 
lation of nearly a million people and 
influencing a much greater number. 

He says that the United Mine 
Workers is merely an extreme exam- 
ple of the tendency towards the more 
perfect combination of labor in every 
industry. ‘‘ Never before,’’ he says, 
‘‘ were the workingmen so thoroughly 
organized, or the unions so rich or so 
determined. Every tenth voter in 
America is a member of a labor 
organization.’’ 

As explaining the more recent suc- 
cess which has attended the labor 
union movement in America, Mr. 
Baker points out the reasons why the 
famous order known as the “‘ Knights 
of Labor’’ failed to accomplish effi- 
cient results. The failure of this or- 
ganization, he says, was due, first, to 
the great secrecy of the methods pur- 
sued, practically resembling those of 
a fraternal secret order, and also to 
the fact that it was composed of a 
heterogeneous mass of laboring men 
identified with a great variety of 
trades, resulting in a lack of cohesion 
on account of dissimilarity of interests. 

As contrasted with this, he states 
that the modern idea in trade union- 
ism is to divide it into a vast number 
of units, each trade in each city and 
town having its own local union. 
These local unions sometimes organ- 
ize themselves into larger city or 
state bodies, and, in many cases, into 
national organizations, and, finally, 
on top of this great ramification of 
specialized trades unions, is built up 
what is called the American Federa- 
tion of Labor. 

As showing the practical workings 
of these local unions, together with 
their affiliated bodies, and also of the 
American Federation referred to, we 
desire to quote from Mr. Baker’s 
article as follows : — 

Each local union has the regular officers 
including the important business agent 
(once called ‘‘ walking delegate,’’ a name 
now generally discarded). One officer, 
usually the secretary-treasurer or the busi- 
ness agent in large unions, sometimes 
both, receives a salary equal to the pay 
which he would get if he worked at his 


trade, together with small expense allow- 
ances. Members are usually required, 


under penaity of fines, to attend a meeting 
of the union once a month, or once in three 
months, although in some cases where the 
unions are very large no such requirement 
exists. 

Certain unions of peculiarly skilled 
workmen require a rigid examination be- 
fore admission—the Electrical Workers, 
for instance, who maintain a _ regular 
examining board, consisting of two mem- 
bers of their union and two members of 
the employers’ association, before whom 
the applicants appear and answer a care- 
fully prepared set of questions. Member- 
ship in the union becomes a certificate of 
skill, and the employers recognize it as 
such. 

The greatest diversity of opinion exists 
as to initiation fees. In some unions a 
large fee is collected, sometimes as high as 
$50 or $75 or more, on the ground that a 
man who pays a large sum to get in will 
be more likely to remain loyal; but other 
successful unions charge as little as $2 — 
the Cigar Makers’ fee being only $3. The 
dues subsequently collected are usually 
about one dollar a month, this low pay- 
ment often including liberal benefits in 
case of sickness, strike, or death. 

The local union is the unit of the whole 
system of organized labor, but they are 
gathered into various great combinations. 
All the unions of garment workers, for 
instance, are united in a national organiza- 
tion called the United Garment Workers 
of America; similarly the unions of print- 
ers make up the International Typograph- 
ical Union, the locomotive engineers have 
an organization called the Grand Inter- 
national Brotherhood of Locomotive Engi- 
neers. Each of these organizations has a 
central office, the Engineers in Cleveland, 
the Garment Workers in New York, and 
so on, and delegates from each local union 
meet yearly in convention. The officers, 
many of whom are paid salaries varying 
from $15 to $40 a week, are constantly 
traveling about, organizing new unions 
and in case of a strike offering advice and 
distributing pecuniary assistance. The 
national unions everywhere serve as clear- 
ing houses for information and advice, 
decide disputes between local unions, and 
by publishing periodicals devoted to the 
interests of the trade, keep union mem- 
bers informed about wages, hours, agita- 
tion, strikes, and so on throughout the 
country. 

But the greatest of all American organ- 
izations is the National Federation — the 
American Federation of Labor —of which 
Samuel Gompers is president, with head- 
quarters in Washington. A great combi- 
nation of national and international unions, 
with yearly conventions of delegates, a 
staff of well-paid officers and organizers, 
an extensively circulated magazine, this 
federation includes nearly all the great 
national and international unions. The 
American Federation of Labor was founded 
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in 1881 and is now made up of eighty-two 
national and international unions com- 
posed of 9,494 local unions, 16 State Feder- 
ations, 206 City Central labor unions, and 
1,051 local unions not attached to national 
bodies. The total membership is over 
1,250,000—a body of men united for the 
single purpose of advancing the cause of 
labor,-and yet taking no political action. 
This number represents something more 
than three-quarters of all the trade-union- 
ists in America. The Federation is sup- 
ported by a small tax on affiliated organi- 
zations, its receipts last year being about 
$71;000, its expenses $68,000, mostly for 
salaries and organizing expenses, and for 
the annual Convention. Its chief work 
consists in securing legislation in the 
United States Congress, in harmonizing 
and directing union effort in the struggles 
common to all union labor; in using its 
influence in securing the use of union label 
goods and in behalf of certain kinds of 
strikes, and in urging union labor every- 
where to refuse to purchase goods manu- 
factured or sold by ‘‘unfair’’ concerns. 
Every month a long list of these ‘‘ unfair ”’ 
houses appears in the American Federa- 
tionists, under the heading, ‘‘We Don’t 
Patronize.’’ Not infrequently it is able to 
prevent ill-advised strikes. The Federa- 
tion has been instrumental in securing the 
passage of many laws which have greatly 
improved the condition of American work- 
men. A bare list of them is evidence 
enough of the remarkable rise in standards 
during the last twenty-five years of wages, 
comfort and independence among the 
workers of the country. 


Mr. Baker states that the most ef- 
fective organization is procured where 
the labor is skilled and the working- 
men more intelligent; that it is al- 
most impossible to organize trades 
where little skill is required, as in 
the case of day laborers, retail clerks, 
street railway employees, etc. Mr. 
Baker also discusses the many de- 
vices adopted by the unions to cement 
the membership, retain its loyalty, 
and prevent disaffection. Many of 
the unions, especially in large cities, 
maintain clubs and employment agen- 
cies, the latter being especially useful 
to the employers af labor. They also 
adopt, he says, systems of death in- 
surance, and sick and strike benefits. 
They agree in some instances to pay 
doctors’ bills and give the member 
relief when he is out of employment 
and sometimes make loans to tide him 
over temporary difficulties. Some 
unions also adopt a system of paying 
traveling expenses from one city to 


another where members are seeking 
new work. This is in the nature of 
a loan and is to be repaid out of the 
subsequent wages earned. 

In discussing the benefit of special 
organs devoted to the interest of the 
laboring man, Mr. Baker says : — 

Another influence that assists powerfully 
in holding the unions together is the trade 
journal published usually by the national 
unions, but also by a few local unions, and 
by the American Federation of Labor. 
There are more than two hundred and fifty 
of these periodicals. Not a few of the 
union journals are printed in two lan- 
guages and in some cases in three. I have 
before me a number of the ‘‘ Locomotive 
Firemen’s Magazine,’’ a publication beau- 
tifully printed and illustrated, containing 
nearly two hundred pages of reading mat- 
ter and pictures, and nineteen pages of 
advertising; and much matter is interest- 
ing to the ‘‘ general reader.”’ 


Mr. Baker states that while strikes 
are on the increase, there is a very 
perceptible tendency towards settling 
disputes between capital and labor in 
other ways. This is due partly to 
the greater intelligence and better 
judgment exercised by the labor 
unions themselves, but most largely, 
he thinks, to the fact that employers 
of labor have given up their old an- 
tagonism to the idea, are recognizing 
its growing power and accept it as 
one of the settled facts of modern 
commercial development. 

As aresult it has become customary 
for employers in special branches of 
industry to organize associations for 
mutual advantage, and there is con- 
stant conference and cooperation be- 
tween these associations of employers 
and of labor unions representing their 
employees. This is specially true, 
he says, of the building trades, where 
it is a regular thing for the associa- 
tion representing the employers to 
appoint committees to meet similar 
committees from the unions to discuss 
wages, hours of work, and other mat- 
ters of common interest. It is also 
becoming more customary for the 
unions to enter into written agree- 
ments with employers covering the 
question of hours and wages, and in 
many cases, bonds are given by both 
parties to the agreement, to be for- 
feited in case of violation. 


— 








THE NATIONAL ASSOCIATION OF LOCAL AGENTS. 





Some of the Men Who Have Served the Organization Since the Start and Helped It 


to Attain Success. 





By HENRY H. PUTNAM. 


The first meeting of the National 
Association of Local Fire Insurance 
Agents was held in Chicago, Sept. 30, 
1896. It was called by Robert S. 
Brannen, who was then, and still 
is, a hustling, breezy, prosperous, 
local agent at Denver, Col. Mr. 
Brannen conceived the idea that local 
agents needed some form of protec- 
tion against the invasion of their 
rights and privileges. He knew that 
the evils which local agents suffered 
in Denver were identical with those 
assailing agents in other places. He 
saw that it would be impossible for 
the agents in a single locality to do 
very much and that it was essential, 
for the mutual interests of local 
agents everywhere, to organize a cohe- 
sive, protective association, through 
which they could exercise united 
pressure upon the companies from all 
parts of the country. 

In August, 1896, Mr. Brannen ad- 
dressed a large number of local 
agents in different parts of the coun- 
try, pointing out briefly the condi- 
tions and asking them if they would 
cooperate in the organization of a 
national association. Many of the 
responses were favorable, but to the 
rank and file the proposition was 
looked upon as radical. Probably to 
the large majority of local agents it 
seemed irrational. At any rate, 
when Mr. Brannen called his meet- 
ing to organize at Chicago, in Sep- 
tember, 1896, but nineteen men were 
present. 

In view of the subsequent success 


attained by the National Association, 
the names of those who comprised 
Mr. Brannen’s modest band of con- 
ferees is interesting. This is the 
list : — 

C. H. Woodworth, 
George D. Markham, 
John A. Bryan, 

Milo E. Lawrence, 

J. P. Dew, 

Western Bascomb, 
Merwin Jackson, 

A. H. Robinson, 
Alfred Pirtle, 

A. G. Simrall, 

T. H. Hawkes, 

A. A. Doolittle, 

W. G. Strickland, 
Thomas L. Fekete, 
J. Wackenheimer, 

E. L. Baldwin, 

D. H. McCarthy, 
R. 
F. 


Buffalo, N. Y. 
St. Louis, Mo. 
Kansas City, Mo. 
Kansas City, Mo. 
Kansas City, Mo. 
St. Louis, Mo. 
Toledo, O. 
Louisville, Ky. 
Louisville, Ky. 
Covington, Ky. 
Deluth, Minn. 
St. Paul, Minn. 
St. Paul, Minn. 
E. St. Louis, I11. 
Peoria, Ill. 
Omaha, Neb. 
Dubuque, Iowa. 
Denver, Col. 
Denver, Col. 


S. Brannen, 
A. Thompson, 


a 
The Member from New York. 


Mr. Brannen’s circle, though small, 
contained some bright minds, which 
have since attained national reputa- 
tion. Among those present was C. 
H. Woodworth, of Buffalo, whose 
vigorous personality has influenced, 
and at times controlled, the legisla- 
tion of the National Association since 
its first meeting. Mr. Woodworth’s 
attendance at Chicago was in a sense 
accidental, that is to say, it was not of 
his own choice. When Mr. Brannen 
sent out his call, there was already 
organized in New York State a local 
agents’ association. At a meeting of 


this association; Mr. Brannen’s sug- 
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gestion was considered and the dele- 
gates from Buffalo were requested to 
send a man from that city to attend 
the conference at Chicago. Upon 
their return to Buffalo, these dele- 
gates sent for Mr. Woodworth and 
asked him if he would go to Chicago 
as the representative of the Buffalo 
Board and New York State Associa- 
tion. Mr. Woodworth knew nothing 
about the matter and had no particular 
interest in it, but he finally consented 
to make the trip. 





Cc. H. WOODWORTH, BUFFALO. 


He entered the Chicago Conference 
as an observer, but soon became 
warmly interested, and at once im- 
pressed the other delegates by the 
forcefulness of his suggestions. The 
constitution adopted seemed to him 
too radical to enlist the wide-spread 
support of local agents. He made 
many suggestions in regard to its 
modification, all of which were 
adopted, and he was made first vice- 
president of the new association. 

Another local agent who attended 
the Chicago Conference, and has 


since become conspicuous for his 
labors in behalf of the agency move- 
ment, was George D. Markham, of 
St. Louis. Mr. Markham was at the 
head of a large and prosperous city 
agency. He had given a great deal 
of thought to the conditions which 
led to the calling of the conference. 
He was, therefore, ready to re- 
spond to Mr. Brannen’s call, because 
he believed that the ultimate power 
of the suggested organization would 
be great; that it was better for local 
agents having important interests to 
be identified with a movement of this 
character and help guide its actions 
along conservative lines rather than 
to stand in opposition. He was 
laughed at by many of his associate 
agents for attending what they called 
an ‘‘ Anarchist Meeting,’’ but Mr. 
Markham told the scoffers that he 
believed the National Association 
was going to become a great move- 
ment and that he would rather ‘‘ run 
with it than be run over by it.’’ He 
believed then, as he believes to-day, 
that there is a reactionary movement 
and a tendency towards the utiliza- 
tion of the local agent to a greater 
and greater degree in the economic 
conduct of the business. Mr. Mark- 
ham secured the second meeting of 
the National Association for St. 


Louis. 
e 


Born in Old Kentucky. 

In the spring of 1896 some ten 
Kentucky local agents who had suf- 
fered defeat at the hands of the Ken- 


tucky Legislature in their attempts — 


to pass a resident agents’ law met in 
the Capital Hotel, at Frankfort, and 
organized the Local Underwriters’ 
Association of Kentucky. Having 
failed as individuals to secure the 
legislation sought, they determined 


Se 


as 
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that association was necessary for 
success. Kentucky was, therefore, 
well prepared to respond favorably to 
the call for a conference at Chicago. 
One of the delegates from Kentucky, 
A. H. Robinson, also one of the 
originators of the State Association, 
showed such a marked interest in the 
projected National Association that 
he was made chairman of the execu- 
tive committee. He occupied this 
position for four years. 

Mr. Robinson has at all times con- 
sistently and conscientiously repre- 
sented the Southern sentiment of the 
local agents in regard to the evils 
besetting the agent. He has strongly 
opposed the introduction of the North- 
ern large city broker into the terri- 
tory of the Southern agent, and has 
tried to induce the National Associa- 
tion to take radical legislation upon 
this question. The fact, however, 
that the Association has not gone so 
far as Mr. Robinson wished in this 
matter has never disturbed his loyalty 
or lessened his interest in the organ- 
ized movement. He has never missed 
a meeting of the National Associa- 
tion, or the Kentucky Association, 
which he served two years as secre- 
tary and afterwards for two years as 
president. He has always followed 
closely the legislation of the National 
body, taking a prominent part in its 
discussions, and wherever called upon 
to do so, has performed service for 
the organization faithfully and well. 


we 
Something About Woodworth of Buffalo. 


When the National Association 
met at St. Louis, Mr. Woodworth 
was recognized as a leader in formu- 
lating the legislation then adopted. 
By wise conservatism and _ skilful, 
convincing debate, he was able to 
prevent the organization from taking 
radical action, which at that early 
stage in its history might have inter- 
fered with its progress and success. 
At the Detroit meeting, in 1898, he 
was the natural successor to the 
presidency, not only by virtue of his 
office as first vice-president, but also 
because of the unusual qualities of 


generalship which he had displayed. 
At the Buffalo Convention, a year 
later, Mr. Woodworth was practically 
forced by public sentiment to again 
accept the presidency. He had de- 
termined not to do so under any cir- 
cumstances. He told all his friends 
interested in the movement that he 
was not a candidate for reelection and 
would not accept the office if tendered 
him. Notwithstanding this fact, 
when the convention was assembled, 
with more than five hundred agents 
present from different parts of the 
country, Mr. Woodworth was unable 





GEORGE D. MARKHAM. 


to resist the personal appeals ad- 
dressed to him. It was then felt by 
all that the Association was passing 
through a crucial stage, and that 
Mr. Woodworth’s leadership for an- 
other year was essential to prosperity. 

Under this pressure, Mr. Wood- 
worth decided to. serve for another 
term. A year later, at Milwaukee, 
he was unanimously tendered re- 
nomination by the committee on 
nominations, comprising a_ repre- 
sentative from every State Associa- 
tion present at the convention. He 
had determined, however, that the - 
cares of the office should be assumed 
by another, and inasmuch as the Asso- 
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ciation had at hand good presidential 
timber in the form of the first vice- 
president, who had been Mr. Wood- 
worth’s right hand man during his 
administration, he felt that the inter- 
ests of the organization would not 
suffer by his retirement. 

Mr. Woodworth is a remarkable 
example of leadership and influence 
over the mental attitude of large 
bodies of men. He has a quick, 
ready, adaptable mind, backed by 
considerable experience, which en- 
ables him to grasp at critical moments 
the essential point ina situation and 
by sound reasoning, pleasant wit, 
eloquence, and a singular faculty for 
recognizing and expressing, as well 
as assuaging, the feelings of those 
who may be opposed to him,— to 
carry a convention with him upon any 
proposition which he undertakes to 
advocate. Mr. Woodworth is not, 
however, a dictator. Some have 
thought him to be such—a man de- 
termined to put through his own views 
at all hazards—but the writer knows 
from personal knowledge that Mr. 
Woodworth has sacrificed some of his 
dearest theories and projects in order 
to maintain harmony in the National 
Association. In the interests of such 
harmony, he has advocated and put 
through, by his persuasive powers, 
legislation which he did not originate 
and with which his own views were 
not in full accord. 

Mr. Woodworth is essentially a 
harmonizer notwithstanding his force- 
ful originality. Had he entered the 
field of politics, his success probably 
would have been great. I am told 
that had he possessed political ambi- 
tions, and had he taken full advantage 
of opportunities offered him, he might 
have secured one of the highest offices 
in the gift of his State. 

Mr. Woodworth is not only an en- 
trancing public speaker and presiding 
officer, but he is personally a man of 
great charm. He wins immediate re- 
spect by the sincerity of his purpose 
and the honesty of his acts. He has 
been constantly called upon to occupy 
positions of trust. He is a great 
fighter when he believes himself to be 
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right or to be the object of injustice 
or bulldozing. He uses concise and 
vigorous English and his offensive 
eloquence cuts as deeply as a two- 
edged sword. 

¥ 


The Man From Missouri. 


When Mr. Woodworth declined re- 
election at Milwaukee, Mr. George 
D. Markham was unanimously chosen 
as his successor. The year before, 
Mr. Markham had been talked of for 
the presidency. He had occupied a 
prominent position on the horizon 





R. S. BRANNEN, DENVER. 


since the organization of the National 
Association. He had shown himself 
possessed of good ideas, willingness 
to work, and a capacity for putting 
his own personal interests aside where 
the larger interests of the Association 
were concerned. When Mr. Mark- 
ham took the presidency, there were 
some who expressed doubts as to his 
capacity for holding the Association 
intact. He soon proved himself pos- 
sessed of unexpected powers, not only 
of address as a presiding officer, but 
also of great mental force and capacity 
for initiation. He showed himself so 
fitted for the work that his reelection 
at the Put-In-Bay Convention was 
assured in advance. Mr. Markham’s 
policy was a vigorous one and resulted 
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in much opposition which led to an 
unsuccessful attempt to defeat him for 
reelection. 

Mr. Markham is a thorough student 
of fire-insurance asa science. He is 
not one of the men who are willing to 
let things go and drift along as they 
are. He believes in change and re- 
form and progress. He is not content 
to sit idly by while the world moves. 
He is full of physical activity and his 
mind is always a busy one. He is 
not only original in his thought, but 
his outlook is broad and he sees far 
ahead into the future. In fact, the 
only criticism which can be directed 
against Mr. Markham’s administra- 
tion is that his policies are too ad- 
vanced for immediate adaptability to 
current conditions. When Mr. Mark- 
ham lays down the cares of his office 
at Louisville it will be with the con- 
sciousness that he has promoted the 
interests of the agency movement, 
widened the future horizon for the 
local agents as a whole, and made 
them see possibilities in the agency 
movement which they had not before 
conceived. Through Mr. Markham’s 
personal skill, industry, and persis- 
tence the National Association has 
been advanced to a position of great 
cohesive power through the adoption 
of a plan by which state legislation 
proposed in behalf of agents shall 
have the advantage and prestige of 
supervision by the national body. His 
work for the single agency reform has 
been indefatigable and the report of 
what he has, or has not, been able to 
accomplish in the way of interesting 
companies, will be one of the features 
of the Louisville Convention. 

¥ 
Brannen’s Original Methods. 


Mr. Brannen served the National 
Association as Secretary for three 
years and retired from this office at 
the Buffalo meeting. He performed 
the work of several men in promoting 
the interests of the Association, put- 
ting it upon its feet, making it widely 
known among the companies and 
agents, and also bringing it to the at- 
tention of property owners and legis- 
lators. How much ofthe success of 


the Association is due to Mr. Bran- 
nen’s original methods and his cou- 
rageous pioneer work cannot be esti- 
mated. When he retired from office 
at Buffalo, his associate agents pre- 
sented him with a fine gold watch as 
a testimonial of their appreciation. 
Mr. Brannen states that he is fully 
satisfied with the growth attained by 
the National Association in so short 
atime. It has already fulfilled many 
of his hopes and ambitions. He tells 
me that the movement inaugurated 
by him received the endorsement of 
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the oldest and most prominent insur- 
ance managers from the start. His 
only regret is that the Association did 
not have sufficient funds at the begin- 
ning to make its purposes more gen- 
erally known, but he is satisfied that 
the organized movement not only has 
an influence upon public opinion and 
state legislatures, but that it also pro- 
motes the welfare of the agent and 
of the companies. 

These are some of the leaders who 
have developed out of the Chicago 
conference in 1896. Others have since 
come to the front and are attracting 
attention by their clear thought and 
level-headed suggestions. I shall, in 
a subsequent number, tell something 
about their personality and their work. 




















THE ADVISABILITY OF OUTSIDE STATE EXAMINATIONS. 





Shall the State Insurance Departments Take a Departure from the Existing Comity?— 
Cases in Which Such Action Seems Necessary. 





A question has arisen as to whether 
it is advisable under any circum- 
stances for an outside State depart- 
ment to invade the preserves of the 
home State department in the exam- 
ination of companies. For many years 
it has been the custom among the 
leading departments to exchange cer- 
tificates regarding the financial con- 
dition of the different companies. 
This feeling of comity has not only 
prevailed in the case of companies 
applying for admission, but also of 
every outside company doing busi- 
ness in the State. For years the 
Massachusetts department, except in 
rare instances, has not made an ex- 
amination of companies from New 
York or other leading States, except 
on invitation. The certificate of the 
home State has always been con- 
sidered sufficient for the purposes of 
the department. In the case of home 
companies, the Massachusetts com- 
missioner is required by statutory law 
to make regular examinations every 
three years, but with outside com- 
panies the practice has been to accept 
other State certificates whether exam- 
inations are made as frequently as 
this or not. 

This feeling of comity between the 
leading States has been strengthened 
by the numerous attempts made 
within the past few years, on the part 
of some States, to make wholesale 
examinations of other State compa- 
nies for revenue purposes only. The 
situation in this respect became so 
serious that the National Convention 
of Insurance Commissioners finally 





took official recognition of the situa- 
tion and passed a resolution, the tenor 
of which was that no State should 
make an examination of a company 
from another State except at the 
State’s own expense. 

More recently, however, there has 
been a feeling that this idea of State 
comity might be carried too far—that 
it might place the commissioners of 
some States in the position of being 
compelled to accept certificates in 
regard to companies concerning whose 
financial condition they were’ ex- 
tremely doubtful. There are one or 
two notable instances of late where 
certain commissioners have been pre- 
vented from making examinations 
which they felt ought to be made 
because of this feeling of State comity. 

In the June number of the ‘‘ Vigi- 
lant’’ there appears an article discus- 
sing the question of outside State ex- 
aminations. The argument advanced 
is that there are circumstances which 
justify a departure from the comity 
existing between the different depart- 
ments. To support its contention 
the ‘‘ Vigilant’’ cites the instance of 
a recent examination made by an 
outside State department. Another 
notable recent instance is where the 
New York department declined to 
accept the certificate of the valuation 
of real estate in the case of a Penn- 
sylvania company. The Massachu- 
setts department has, likewise, within 
a short time, declined, for various 
reasons, to accept the appraised value 
of the real estate of a certain company 
made by the New York department. 
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It seems to us that the contention 
advanced by the ‘‘ Vigilant’’ is a 
sound one. The Massachusetts de- 
partment has always adhered to the 
policy of State comity, but by so 
doing it has, in several instances, 
been obliged to accept the certificates 
of other States which it feared did 
not correctly give the actual financial 
condition of the companies. Proba- 
bly in no instance has this feeling of 
comity been stronger than between 
New York and Massachusetts, and 
yet there are one or two New York 
companies doing business in Massa- 
chusetts which, in the opinion of 
those competent to judge, should be 
examined by the Massachusetts de- 
partment in the interests of public 
welfare. It has been suggested also 
that the New York department might 
like to make an independent examina- 
tion of some Massachusetts companies. 

Under these circumstances, it seems 
to us that both departments should 
be free to make these examinations 


if they desire to do so. Such exam- 
inations could not possibly injure 
sound and well-managed companies ; 
on the contrary, it would help them. 
But if there are any companies about 
which there exists a doubt, either in 
the New York or Massachusetts de- 
partments, it would be in the inter- 
ests of insurance for either of those 
departments to settle those doubts, 
provided the examinations were made 
without expense to the companies. 

In regard to the propriety of out- 
side State examinations, we desire to 
quote the opinion of one of the two 
highest authorities in this country 
upon State insurance department 
practices— Mr. John A. McCall. 
The quotation is from Mr. McCall’s 
annual report made in 1884, while he 
was Superintendent of Insurance of 
the State of New York, and repre- 
sents, we are assured by Mr. McCall 
himself, the views which he at pres- 
ent entertains upon this important 
question. 





VIEWS EXPRESSED BY PRESIDENT JOHN A. McCALL. 


‘*If there were no supervision it is 
safe to say that fraudulent institu- 
tions would be numerous, especially 
if their existence depended on the 
will of those critics that had neither 
disposition nor authority to investi- 
gate them. That supervision may 
be and is sometimes made both offen- 
sive and intolerable is not disputed. 
That it should aggrieve people if 
examinations are made of their af- 
fairs is hard to understand. The 
nature of the business of insurance 
constitutes the officers as trustees, 
who should be ever ready to show 
that the confidence of the community 
has not been misplaced. Objections 
to investigations that do not investi- 


gate are always in order, and will 
invariably be sustained. 

‘It is little less than criminal for 
any supervising officer to use his 
authority to compel the corporations 
within his jurisdiction to stand the 
expense of a farcical inquiry, the mo- 
tive of which is exposed by the bill 
of the investigator. The Superin- 
tendent has been frequently asked for 
advice by the companies of this State 
in regard to their being mulcted by 
these roving examiners, and it has 
been suggested that he should apply 
the retaliatory lash and punish the 
corporations of the States where the 
peregrinating officials are certified 
from, by becoming a participant in 
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the raids with a change of locality. 
The inquiring officers have been ad- 
vised to permit the so-called exam- 
inations to be made, as it is to be 
assumed that the examiners have 
provided themselves with the neces- 
sary authority to legalize their looting. 

‘* As to retaliating on the companies 
of other States, the Superintendent 
will not consent to be a party thereto. 
He will, when necessary, examine 
any company doing business in this 
State, without regard to its location, 
but the controlling motive will not 
be recompense or retaliation. . In 
fact, it is his intention that all ex- 
penses for investigations made or 
caused to be made by him without 
request from the companies shall be 
paid by the State from the appropria- 
tion for the maintenance of the de- 
partment. It is submitted that this 
is the proper method, and if it is pur- 
sued by the departments of other 
States it will give no opportunity to 
predict that warm weather will pro- 
duce investigations of corporations 
located near the summer resorts, or 
to charge that bad results are ob- 
tained because the State has dele- 
gated the duty of remunerating its 
employees to the company that, pos- 
sibly needing criticism, prevents or 
at least tempers it by a liberal allow- 
ance for labor and expenses. 

‘‘ Why any company or association 
should be compelled to pay for an 
investigation not asked for by it has 
not been made plain. So much can 
be said against it that the proof of its 
impropriety is overwhelming. The 
proposition advocated by the Superin- 
tendent, of payment from the depart- 
ment funds, could not be productive 
of harm. It would not lessen the 
number of investigations, unless there 
is truth in what is now urged against 
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the present system, viz., that exam- 
inations are unnecessarily made _ be- 
cause the companies are obliged to 
pay for them. 

‘* The plan proposed would entirely 
eradicate that feeling which is gener- 
ally entertained by department offi- 
cials, that investigations of the com- 
panies of their own State by other 
State departments are made, as a 
rule, without justification, and for 
the liberal remuneration they afford. 
No one will or can take exception to 
an examination made from a desire 
to protect the public, and the ques- 
tion of infringing on the territory of 
any individual is of no importance if 
carelessness or worse is checked by 
the outside examiner. It shall ever 
be the pleasure as well as the duty of 
the Superintendent to consult, in ad- 
vance of action, the supervising officer 
of the State where a company not of 
this State needing investigation is 
located. But it does not follow that 
he will be precluded by the advice or 
report of that officer from examining 
for himself. 

‘The varying laws and rules gov- 
erning the respective heads of depart- 
ments are of such a nature that a 
company may be entitled to a certifi- 
cate of compliance in one State and 
yet, by the character of its invest- 
ments and general business transac- 
tions, be especially prohibited in 
extending its business to other States 
where no better supervision exists 
but where the laws are materially 
different. This is said in extenuation 
of some refusals to admit companies 
to this State, where the Superin- 
tendent having full confidence in the 
certificate of examination furnished, 
yet by the laws of this State was 
prevented from honoring it.’’ 





LIFE-INSURANCE AS 





A SOCIAL SCIENCE. 





There is every indication that in 
the near future the leading American 
colleges will provide regular courses 
of life-insurance in connection with 
the departments of political and social 
economics. 

The rapid development of life-in- 
surance has forced the business upon 
the attention of educators as consti- 
tuting quite as important a branch of 
political economy as banking, and as 
being just as intimately associated 
with social science as any of the great 
modern factors which tend to improve 
the conditions of living. Further- 
more, there has been not only this 
recognition but an actual demand 
upon the colleges for instruction in life- 
insurance. An increasing number 
of inquiries are addressed to Ameri- 
can colleges by those contemplating 
taking general courses in regard to 
the subject — indicating that young 
men who are looking forward to pro- 
fessional careers are much interested 
in life-insurance, and recognize that 
it offers to them opportunities as at- 
tractive as those of other professions. 

Another interesting fact is that the 
present graduates of our leading 
American colleges are turning 
towards life-insurance as a_profes- 
sion, as well as towards the law, 
medicine, and banking. The com- 
panies themselves are recognizing 
this tendency and are doing all in 
their power to encourage it by indu- 
cing college graduates to enter the 
business. Some of the most success- 
ful producers have been turned out 
of college graduates. 

Thus within a few years the col- 
leges and the business of life-insur- 
ance have been brought very closely 


in touch. It is, therefore, not sur- 
prising to learn that a prominent 
western college, the University of 
Michigan, located at Ann Arbor, has 
decided the coming fall to inaugurate 
a course of life-insurance. The mem- 
bers of the faculty state that they 
have been led to take this step mainly 
because of the numerous inquiries 
addressed to them from. prospective 
students, asking if the university 
provided a course in life-insurance. 
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The instruction at the Michigan 
University upon life-insurance is in- 
cluded under the general head of 
Political Economy and Sociology, 
and, in particular, will be con- 
nected with the mathematical sub- 
division of this department. The 
course will be under the charge of 
Dr. James W. Glover, instructor of 
mathematics, and embraces two lec- 
tures a week upon the theories of 
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life-insurance and annuities and upon 
the mathematics of insurance and 
statistics. These courses are open 
to those students who have previously 
completed certain specified courses in 
mathematics. 

The course upon life-insurance and 
annuities is thus described in the 
college curriculum : — 


This course will be a fairly detailed de- 
velopment of the theory of simple and 
compound interest and the theory of prob- 
ability, with their application to life-in- 
surance based upon tables of mortality. 
It is proposed to consider the following 
subjects: Annuities; pure endowments ; 
mortality tables, life-insurance based on 
same; method of computing net premi- 
ums, single, annual, and limited ; endow- 
ment insurance ; commutation tables; re- 
serve; surplus; loading; dividends; and 
various features pertaining to actuarial sci- 
ence. If time permits, the consideration 
of investment rates on funded stocks and 
bonds will be taken up. 


Concerning the lectures upon the 
mathematics of insurance and sta- 
tistics the following explanation is 
made : — 


The object of this course is to bring be- 
fore the commercial student in as brief and 
concise a form as possible some examples 
of legitimate application of mathematics 
to the problems of economics and finance. 
That portion of the course relating to sta- 
tistics ought also to be heipful to the stu- 
dent of biology and sociology. It is believed 
that a working knowledge of these princi- 
ples will prove of great assistance in draw- 
ing intelligent conclusions from statistical 
data. The following subjects will be con- 
sidered: Interest; investment rates on 
funded stocks and bonds; theory of prob- 
ability; averages; interpolation; index 
numbers; correlation; fitting of curves 
to statistical data; mortality tables; an- 
nuities; method of computing life-insur- 
ance net premiums, single and annual; 
insurance reserve; assessment insurance ; 
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fraternal insurance. If time permits, a 
brief account of working men’s insurance 
in Germany, England, France, and the 
United States, with especial reference to 
statistical data, will be given. 


As stated, this is the first attempt 
of any American college to establish 
a regular course in life-insurance. 
Other prominent colleges, however, 
have already had special courses 
upon this question, which are but pre- 
ludes to the final establishment of 
regular life-insurance courses in all 
of these important colleges, and it 
may be said with perfect truth that 
from this time on no course of in- 
struction and no text-book treating 
of political economy and social science 
will be complete without a due con- 
sideration of life-insurance. 

In regard to the character of the 
proposed work, Dr. Glover makes the 
following statement for this magazine : 


I do not wish to overestimate the im- 
portance of our work. The initial effort 
must, of necessity, be experimental and 
modest in its character. I expect but few 
students the first year. Indeed, it will 
take several years to build up the course 
and know just what is best suited to the 
needs of the commercial school. So far as 
possible, the aim of the university will be 
to meet the practical needs of the insur- 
ance business, all of which, however, must 
be worked out by experience, of which we 
have none at present. 

One thing we recognize: As a social and 
economic factor insurance is increasing in 
importance every day. The problems that 
it will present will demand the impartial 
judgment and profound study of our best 
minds. It is proper for our universities to 
prepare young men to meet the questions 
which will come up, and to the end, also, 
that they will scatter among the people a 
correct knowledge of the scientific princi- 
ples on which the subject is based. 





COLLEGE GRADUATES IN LIFE-INSURANCE. 





The Equitable Life Opens Up a Summer School — Interesting Experiment in Improving 
Professional Work. 





During the current summer the 
Equitable Life-Assurance Society of 
New York has made a most interest- 
ing and apparently successful experi- 


ment in instructing college graduates 
for the life-insurance profession. 

Just before the close of the college 
year the officers of the company ad- 
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dressed the presidents of twenty-five 
leading American universities, stating 
that on July 1 a class for instruction 
in life-insurance would be opened for 
college graduates, especially for young 
men who had worked their own way 
through college, in whole or in part, 
or who had shown special ability dur- 
ing their college career. The com- 
pany stated that all the necessary ex- 
penses of the members of the class 
would be paid during the course of 
instruction, and that the company 
would then give positions in its vari- 
ous general agencies to those who 
showed adaptability for the work. 

The responses to this invitation 
clearly indicate what we have already 
pointed out in another article — that 
there is an increasing interest among 
college graduates in the profession of 
life-insurance. 

The Equitable’s class in life-insur- 
ance was opened in the library of the 
company’s building in New York 
City, July 1. Over one hundred 
young men were present. The in- 
struction given was partly theoretical 
though mainly practical, because it 
was the intention of the company to 
educate these young men to become 
successful solicitors of life-insurance. 
The instruction was given by the 
officers’ of the company connected 
with the agency department and by 
leading successful general agents in 
different parts of the country. The 
students were not only told how to 
make a success of life-insurance and 


what methods to pursue in the solici- 
tation of business, but were given 
practical illustrations in the arts and 
methods of securing an application 
from a prospect. 

This system of instruction was con- 
tinued through the month of July. 
The members of the class were given 
an opportunity to themselves engage 
in active soliciting, and the difficulties 
met with in this work were discussed 
in the class by the officers and general 
agents of the company. Asa result 
of the month’s work, the Equitable 
Life will probably add to its field 
force one hundred new agents who 
have behind them the advantages of 
a college education. 

These new agents will be launched 
upon their field work with a guaran- 
teed commission income of seventy- 
five dollars per month until such time 
as they shall demonstrate their capac- 
ity to earn as much or more than this 
guarantee. 

It is understood the results of the 
summer school have been so success- 
ful that it will be made a permanent 
annual institution, and that applica- 
tions for membership have already 
been received from young men now 
in college who will graduate during 
1903. Applications have also been 
received from colleges for women. 

The successful inauguration and 
completion of the summer school of 
life-insurance instruction is due most 
largely to Mr. Gage E. Tarbell, the 
company’s second vice-president. 





AN IMPORTANT INSURANCE INVESTIGATION. 





A movement has just been inaugu- 
rated by the National Conference of 
Charities and Corrections to investi- 
gate the question of insurance for 
wage-earners. It is probable that 


before this investigation is completed, 
it will settle some very important 
controversies in regard to the busi- 
ness of industrial life-insurance. 

At the meeting of the Executive 
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Committee of the Conference the fol- 
lowing resolution was passed : — 

‘The Executive Committee recommends 
to the National Conference of Charities 
and Correction, without committing the 
Conference to any particular system in 
advance of investigation, to provide for 
the appointment of a Commission of seven 
persons to consider plans of so-called in- 
surance for wage earners in case of accident, 
sickness, invalidism, and old age, with 
special reference to their effects on de- 
pendence and crime; the Commission to 
be continued for at least three years before 
making its final report.”’ 

In accordance with the above, the 
president of the Conference, Mr. 
Timothy Nicholson, appointed the 
following as members of the Com- 
mission : — 

Dr. Charles R. Henderson, Chairman, 
University of Chicago, Chicago, I11. 

Mr. John Graham Brooke, Cambridge, 
Mass. 

Mr. Edward T. Devine, Secretary Chari- 
ties Organization Society, New York, N. Y. 

Prof. Frank Fetter, Cornell University, 
Ithaca, N. Y. 

Mr. Amos W. Butler, Secretary Indiana 
Board of State Charities, Indianapolis, Ind. 

Dr. S. G. Smith, St. Paul, Minn. 

Mr. Frederick L. Hoffman, Newark. 
N. J. 

The provisional assignment of top- 
ics for investigation and discussion, 
as outlined by the Chairman of the 
Commission, is as follows : — 

Mr. JOHN GRAHAM BROOKE: The re- 
cent forms and development of working- 
man’s insurance in Europe, especially in 
Germany; their financial principles and 
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economic justification apart from 
charitable motive. 

MR. F. L. HOFFMAN: Criticism of Gov- 
ernment insurance on financial, actuarial, 
and economic grounds; with a recom- 
mendation of the best non-governmental 
substitutes. 

Mr. E. T. DEVINE: The need of some 
kind of provision for accident, etc., as 
shown by charity records and experience. 

PROF. FRANK FETTER: Statement, de- 
scription, and criticism of American 
schemes of corporations for meeting these 
needs. 

Dr. S. G. SMITH: Effects of the vari- 
ous systems, public and private, on na- 
tional character, especially of the poor. 

MR. AMos W. BUTLER: Uses and abuses 
of the government and municipal pension 
system, and the deductions for our subject. 

DR. CHARLES R. HENDERSON: A study 
of German charity literature as to the in- 
fluence of Government insurance. 


any 


Those above named are all men 
who have obtained eminence in the 
line of making special investigations. 
One of them, Frederick L. Hoffman, 
is identified with a prominent indus- 
trial life-insurance company. The 
character of this committee insures a 
thorough and conscientious investi- 
gation of the subject. Its results 
will be fraught with great signifi- 
cance and awaited with unusual 
interest. We understand that con- 
densed statements of the work of the 
Commission will be made from time 
to time and that these statements 
will, in all probability, be printed in 
the ‘‘ American Journal of Sociology.’’ 





VALUES PLACED BY COURTS UPON 


HUMAN LIVES. 





Some Practical Hints for Life-Insurance Workers Presented as the Result of an Investigation. 


In the June, 1902, number of the 
‘‘Popular Science Monthly’’ there 
appears an article upon ‘‘ The Com- 
mercial Value of Human Life,’’ by 
Marshall O. Leighton, which bears 
upon the question of life-insurance— 
in its essence is a scheme designed to 
replace the commercial value of a 
life which is destroyed. 

The purpose of Mr. Leighton’s ar- 
ticle is to show that, through the 
medium of court decisions, reasonably 
accurate values have been placed 


upon human life at different ages. 
He states, by way of introduction, 
that the value of human life may be 
measured in two ways. One is purely 
humanitarian, under which the life 
of the individual is priceless in terms 
of monetary value. The other elim- 
inates all sentiment and deals with 
the individual upon the basis of his 
value to the community in general, 
like a horse, locomotive, or cotton- 
gin. 


Mr. Leighton then proceeds to 
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consider how such a valuation may 
be determined, and contends that 
with human lives, as with commod- 
ities, the commercial value depends 
upon productivity, and that the value 
of the life must, therefore, be estab- 
lished by well-known, economic prin- 
ciples just as in the case of commercial 
products. He says: ‘‘ The commer- 
cial value of a life must be measured 
by its general usefulness, its power 
of production, and the monetary re- 
turns which it makes to society.’’ 


Passing on to investigation of the 
facts, Mr. Leighton states that the 
courts have so frequently been com- 
pelled, by suits of law, to place a 
value upon human life, that a study 
of the awards made by these court 
decisions furnishes a reasonably trust- 
worthy estimate of values. He says 
that in the case of a court decree the 
loss is computed from the standpoint 
of the surviving relatives who bring 
the suit. 

Mr. Leighton deals with one hun- 
dred and forty-seven court decisions, 
in which the awards are given solely 
with reference to the pecuniary in- 
juries resulting from death, and into 
which sentimental considerations have 
not been allowed to enter. He deals 
with male lives only. ‘The statistics 
presented show that from infancy up 
to age twenty-one the court awards 
range from $1,000 to $3,500 when life 
reaches its majority. At age twenty- 
five, the average awards are between 
$6,000 and $7,000. The maximum 
average award of $8,000 is reached at 
age thirty, and from that point stead- 
ily declines. At age thirty-five the 
average award is about $7,000; at 
fifty, about $5,000; at sixty, about 
$4,000; and at age seventy, about 
$1,000. 

As stated by Mr. Leighton, his 
tabulation of awards consists entirely 
of those cases where the commercial 
value alone is taken without senti- 
mental considerations, and represents, 
as nearly as the court can determine, 
the loss of the life destroyed to the 
surviving relatives. Mr. Leighton 
also thinks that this represents with 
considerable accuracy the value of 
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the life’s productiveness to society at 
large, and that from all points of view 
the awards from courts of law may be 
accepted as a safe and trustworthy 
estimate of the pecuniary value of 
human life. He points out the obvi- 
ous fact that the value of human life 
from the standpoint of productivity is 
modified by life expectancy, and that 
the maximum value, according to 
court findings, is reached at age 
thirty. 

The facts and conclusions presented 
by Mr. Leighton in his interesting 
article are extremely suggestive and 
lay peculiar emphasis upon the com- 
mercial value of a human life to those 
who are dependent upon its produc- 
tiveness. It is shown, for instance, 
to be an established fact that the life 
of a man at age thirty is worth, com- 
mercially, at least $8,000, and that 
this is the minimum amount of pro- 
tection which he should afford his 
family in order to replace that value 
in the event of death. 

There is one fact which should be 
borne in mind by life-insurance men 
in making use of the facts presented 
by Mr. Leighton, namely: that they 
undoubtedly represent awards made 
upon the lives of individuals of aver- 
age means and not of those who, by 
superior talents, are able to rise above 
the average order of productiveness. 
It is reasonable to conclude that suits 
for the recovery of damage upon lives 
of this description would not find their 
way into courts with such frequency 
as in cases where the surviving rela- 
tives were compelled, more or less by 
necessity, to recover for the commer- 
cial value of the life destroyed. 

It might be concluded from this 
presentation that it was the duty of 
the average man at age thirty to pro- 
tect his dependents against his death 
by carrying at least $8,o00 insurance. 
Common sense alone suggests that 
this be done, but the argument in 
favor thereof may be greatly rein- 
forced when it is known that such a 
standard of productive value has been 
placed upon human life by a long 
series of court decisions. 











PRESENT STATUS OF FRATERNAL INSURANCE.* 





By FREDERICK L. CUTTING. 


A few years ago a movement was 
started by some of the progressive 
managers of fraternal insurance com- 
panies to place fraternal orders on a 
more secure basis. Proof of this is 
evident in the doings of the National 
Fraternal Congress, an association 
including in its membership a ma- 
jority of the leading fraternal associa- 
tions of this country. At its session 
in 1899, it not only acknowledged 
that there should be a radical de- 
parture from its old methods, but 
appointed representatives to draw up 
a uniform bill to be presented and 
urged for adoption by the Legisla- 
tures of the various States. This 
uniform bill provided, among other 
things, that no new fraternal associa- 
tion on the lodge system should be 
authorized to do business until it had 
established rates not lower than those 
indicated as necessary by the National 
Fraternal Congress mortality tables, 
—rates, it is fair to say, in excess of 
those charged by nearly all, if not all, 
the companies represented in the con- 
gress, and much larger than those 
collected by the majority. This was 
a rate to be actually collected,—not 
one to establish a basis for calls or 
assessments, to be made as often as 
the mortality experience of a company 
might require. It meant, in case of 
level-premium, whole-life policies, the 
accumulation of such a reserve as 
that mortality table and a proper rate 
of interest would provide for, and in 
the case of term policies an advancing 
rate on a like basis, such rate to be 
certain and positive, and up to the 
requirements of the table. 





*From the annual life report of the Massachu- 
setts Insurance Department. 


This movement acquired consider- 
able momentum. ‘The advocates of 
fraternal insurance became sufficiently 
active in its behalf to secure the en- 
actment of the uniform minimum rate 
into law in several States. Massa- 
chusetts was one of the number which 
gave heed to their desires, and in 1901 
amended its fraternal law so that no 
fraternal association on the lodge sys- 
tem can now be authorized in this 
Commonwealth except its rates are 
not lower than those indicated as 
necessary by the National Fraternal 
Congress mortality tables. 

The companies interested did not 
hesitate to make their purpose known 
in taking this step. Their represen- 
tatives before the convention of insur- 
ance commissioners, held in Hartford 
in 1900, clearly stated their design. 
It was that no new companies might 
be allowed to start with rates so low 
as to draw away the young and de- 
sirable members of the old companies. 
They had seen, as all who have 
watched the progress of fraternal or- 
ders have seen, that as soon as such 
orders begin to have a heavy death 
rate, calling, consequently, for extra 
assessments, the tendency is _ for 
younger members, who can get insur- 
ance elsewhere, to lapse with the old 
companies and take insurance in some 
new order where the benefit of a 
medical selection and a fresh start 
has not been worn off, and where con- 
sequently there is a low death rate. 
On the other hand, the older members 
and those physically incapacitated 
must remain in the old companies if 
they are to have any insurance at all, 
where the death rate cannot but ad- 
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vance, owing to the retirement of the 
best risks. 

Naturally enough, the managers of 
fraternal orders desired to prevent 
this sequence by stopping the organ- 
ization of competitors to take away 
their best blood. They reasoned that 


their members want insurance and 
will keep their present membership 
if they get no advantage by going 
elsewhere; and, further, if they 
should retain it, the future of the now 
large and prosperous fraternals would 
be assured. 

The result, as far as the authoriza- 
tion of new associations on the lodge 
plan is concerned, has been favorable 
to the old companies in Massachu- 
setts, for since the adoption of the 
minimum rate provision not a single 
such competitor has arisen in this 
Commonwealth to hold out its tempt- 
ing allurements of lower rates. 

The question sometimes asked is 
whether the old companies expect to 
remain in health without taking the 
remedy prescribed by them as neces- 
sary for the well-being of the new 
ones. The answer the companies 
themselves make can be found in the 
doings of the National Fraternal Con- 
gress of last year, when a resolution 
was adopted amending its uniform 
bill so that the provision relating to 
minimum rates for new fraternal asso- 
tions shall, after July 1, 1905, apply 
to all other fraternal beneficiary so- 
cieties paying death benefits, organ- 
ized and doing business. This ex- 
pression, it is not to be doubted, was 
made in good faith. Some of the 
companies at least have begun a 
systematic campaign for the educa- 
tion of their members. It was the 
purpose of the congress to allow each 
society to determine and adopt for 
itself any plan, whether level rate, 
step rate, or modification, or provi- 
ding for term-insurance, or insurance 
during the so-called period of de- 
pendency, so long as the results 
reached conform to the requirements 
of the mortality table adopted by the 
representatives of the orders in the 
congress. 


Although no fraternal on the lodge 
system has been authorized in Massa- 
chusetts since the enactment of the 
provision requiring rates not less than 
those indicated as necessary by the 
National Fraternal Congress mortal- 
ity tables, it is fair to assume that 
sooner or later, perhaps in the near 
future, a corporation having these 
minimum rates will apply and be 
admitted. If such should be the 
case, and level-premium policies 
should be issued to a great extent, it 
would not be many years before the 
company would find itself confronted 
and hampered by that other provision 
of our fraternal law which prohibits 
a fraternal order from accumulating 
funds collected from its members in 
excess of five per cent of its insurance 
in force. Although this limit of ac- 
cumulation in the law has as yet been 
the source of no trouble, still, it is 
looked upon as an inconsistency by 
those who have occasion to study the 
Massachusetts laws relating to this 
class of companies. 

Another feature of the fraternal 
law requires passing notice. The 
minimum rates of a fraternal on the 
lodge system hereafter admitted, as 
we have seen, are to be computed on 
the basis of the National Fraternal 
Congress mortality tables. Upon 
those tables alone a schedule of rates 
can be computed. The resulting 
rates, however, will be higher than 
as though the interest factor were 
combined in making the schedule. 
As no interest rate is mentioned in 
the law, the commissioner assumes 
that the one adopted should be con- 
servative, and one that it is safe to 
assume can be earned in the next 
generation as well as in this. The 
Legislature of this Commonwealth 
has indicated in another law that 
three and one half per cent is its 
judgment as to a conservative rate. 
The basis, therefore, for the admis- 
sion of fraternals on the lodge sys- 
tem will be rates such as are indicated 
to be necessary by the mortality tables 
above mentioned, and an _ interest 
rate of three ‘and one half per cent. 











PRELIMINARY TERM VALUATION IN 


MASSACHUSETTS. 





As a result of the recent decision 
of the Supreme Court of Massachu- 
setts, Commissioner Cutting continues 
to value the ordinary life and endow- 
ment policies of the Provident Sa- 
vings Life without regard to the pre- 
liminary term clause. In other words, 
the department requires this company 
to put up the full reserve on these 
policies from the start. As an out- 
come of the controversy, the company 
has decided to continue business in 
Massachusetts, may give up the issu- 
ance of ordinary life and endowment 
policies containing a preliminary-term 
clause, and will make up the impair- 
ment of its capital as shown under 
the Massachusetts valuation of Dec. 
31, 1901. 

When the commissioner completed 
his valuation of the assets and liabil- 
ities of the company, its capital of 
$100,000 was found to be impaired 
$70,000. At the request of the com- 
pany, however, the commissioner then 
submitted to the Attorney-General the 
question of allowing accrued interest 
on policy liens and mid-year valua- 
tions. ‘The Attorney-General’s office 
rendered a decision which increased 
the company’s assets under these 
items $52,527. Under this decision, 
the commissioner included this item 
in the company’s assets with a note 
to the effect that they had been pro- 
nounced good by the Attorney-Gen- 
eral’s department. He was unwilling 
to assume the responsibility for ma- 
king this allowance. 

This reduced the impairment of the 
company’s capital to $17,327. The 
stockholders of the company have 
covered this impairment by making 
a cash deposit of $25,000 in a Boston 


trust company, which, by the terms 
of the trust, cannot be withdrawn 
until the impairment of capital has 
been restored. 

The present management of the 
Provident Savings Life came into 
power Jan. 1, 1897. At that time its 
surplus over all liabilities, including 
capital, amounted to $395,000. Since 
then it has decreased to an impair- 
ment of $17,327. Jan. 1, 1897, the 
company had insurance in force of 
$80,174,000. In the five years which 
have since passed it reports new in- 
surance written of $155,591,000. Its 
insurance in force Dec. 31, 1901, was 
$92,658,000, an increase of $12,000,- 
ooo in five years. Since 1900 the 
insurance in force held by the com- 
pany has decreased $15,000,000. The 
present classification of the company’s 
insurance in force is as follows : — 


Whole Life 
Endowment 
All Other 


*$15,978,502 
2,624,942 
74,054,778 


From this, it appears that the great 
bulk of the company’s business is 
now upon the term basis. During 
the past five years the assets, reserve, 
and income of the company have very 
largely increased. The annual pay- 
ments to policy-holders remain about 
the same. In 1897, the company’s 
expense of management was $894,378. 
In 1899, this had increased to $1,306,- 
731. In the past two years the ex- 
pense of management has decreased 
to $1,183,161. 

During the past two years there 
appears to have been some improve- 
ment in the company’s method of 
transacting business,—an effort on 





*Whole life business in 1897, $4,277,09 
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the part of the management to prac- 
tice greater economy and conserva- 
tism, and to discontinue its effort to 
write large amounts of new business 
at high rates of commission, much of 
which, in the past, was procured by 
its agents through rebating. The 
company has unquestionably been led 
to this action because of the attitude 


taken by the Massachusetts depart- 
ment in declining to recognize the 
preliminary-term clause, and if the 
present management is able, even- 
tually, to place the company in a 
strong financial position it will be 
due largely to the restraint imposed 
by Commissioner Cutting’s uncom- 
promising position. 





PROSPECTS FOR NEW LIFE-INSURANCE COMPANIES. 





An unusually persistent attempt is 
being made to organize new life-in- 
surance companies in different parts 
of the country, mainly in the South 
and West, although the movement in 
this direction has more recently man- 
ifested itself in eastern States. 

There does not seem to be any 
reason why a carefully organized and 
properly officered life-insurance com- 
pany should not find a place for itself 
in any one of the great financial or 
mercantile centers of the country; 
or, for that matter, in any section 
where the spirit of thrift and inde- 
pendence prevails: The great bulk 
of the life-insurance business to-day 
is done by about twenty-five compa- 
nies, any one of which, as compared 
with the ordinary financial or com- 
mercial undertaking, would be classed 
as a great corporation, and several of 
which have become so large as to 
overtop all corporations of all de- 
scriptions. 

In presenting their claims to the 
insuring public new companies will 
be obliged, however, to search out 
fields which these great corporations 
do not cover, or else compete with 
them for the patronage of the insur- 
ing public upon the basis of merit. 
Possibly, or we may say probably, 


the question of local pride would 
assist a new company in securing 
local patronage against the more sub- 
stantial claims of established outside 
companies. 

But local patronage, in any event, 
will not go very far toward making a 
prosperous life-insurance company. 
Therefore, the success of a new life- 
insurance company must depend, in 
the final analysis, upon whether it 
presents, or has any possibility of 
presenting, a contract of insurance 
which is equal to, or better than that 
offered by any of the established 
companies. 

The insuring public does not de- 
mand, and will not buy, a contract of 
insurance from a new company just 
because it is a new company. The 
agent of that company, either by the 
force of his personality or by virtue 
of the actual facts, must convince his 
client that the insurance which he 
offers for sale is just as good as that 
offered by an established company. 
Therefore, the success of the new 
company depends upon whether it 
can successfully present such a claim 
to the insuring public, and on the 
other hand, whether the insuring 
public will, as a matter of fact, and 
to any great extent, accept the poli- 

















cies of a new company, as being just 
as good as those of established 
companies. 

No new life-insurance company can 
succeed unless it can produce and 
offer something which the insuring 
public demands, or, in other words, 
which it will buy. 

Under these circumstances is there 
any chance for success on the part of 
a new company ? 

We believe there is provided the 
organizers of such a corporation are 
willing to put up sufficient capital to 
insure absolutely the security of the 
contract, and second, that they are 
able to place the management of the 
corporation in the hands of thoroughly 
trained underwriters of high reputa- 
tion and prestige, whose experience 
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and ability will enable them to com- 
pete successfully with corporations 
whose resources command the very 
ablest talent which the country 
affords. 

If it is possible for a new life insur- 
ance company to put up this capital 
and obtain this kind of talent, it has 
every chance of succeeding and offer- 
ing to the public, if not at the start, 
at least eventually, just as good in- 
surance as any company now in busi- 
ness, and possibly better. If the 
promoters of these new companies are 
not prepared to invest a liberal 
amount of capital, and are not in a 
position to command the very. best 
talent available, we do not believe 
that they will succeed. 





NEW COMPANIES AND PRELIMINARY-TERM VALUATION. 





As a result of the long discussion 
upon preliminary-term valuation, it 
has come to be quite generally claimed 
that a new company cannot start in 
business without making use of this 
device. The manner in which this 
contention arose is interesting as a 
matter of history. 

The preliminary-term question first 
became a public issue because a long 
established New York company found 
it expedient, in order to write large 
amounts of new business at high 
commissions and still maintain its 
surplus, to make use of this system 
of valuation. The controversy did 
not originally arise in connection with 
the organization of new companies, 
but this contention ultimately became 
a necessary part of the general argu- 
ment to support the proposition, and 
many new companies have _ since 





adopted the device ; some had adopted 
it before. 

In view, however, of the criticism 
brought upon preliminary-term valu- 
ation, several newly projected life- 
insurance companies have made a 
particular point to announce that they 
will not make use of this device, be- 
lieving it to be unsound and danger- 
ous for any new company which 
desires to secure permanent success. 

It is, of course, recognized, that 
under existing competitive condi- 
tions it is most difficult to establish 
a new company, but upon this ques- 
tion the ‘‘ Life Insurance Independ- 
ent,’’ Mr. J. A. Jackson, editor, has 
the following to say :— 


In the reply of ‘‘Insurance World’’ to 
our comments on this topic there is very 
little to which we can take exception. If 
we were looking for a new job, the last we 
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should select in this world of trouble would 
be the organization of a new life-insurance 
company. The difficulties in the way of 
permanent success are well nigh insur- 
mountable — preliminary term or not. In 
either case an exceptionally wise and con- 
servative management is essential; without 
such management even the preliminary- 
term company must end in ultimate disas- 
ter, for in the long run it has no larger 
expense fund at its disposal than the reg- 
ular company. The company starting out 
with a large contributed surplus for ex- 
expenses has the advantage by so much. 
Given the best of management it should 
win. 

We are not prepared to admit (as claimed 
by the ‘‘Insurance World’’) that a com- 
pany, whether operating on preliminary 
term or not, ‘‘cannot hope to pay renewal 
commissions and expenses of management 
in these degenerate days on a basis of less 
than about $20,000,000 of business at the 
beginning of the year.’’ The Equitable of 
Iowa on Dec. 31, Igo1, had $15,769,525 in- 
surance in force. This was an increase of 
two and a half millions during the year. 
The company does not use the preliminary- 
term device. No company stands higher 
in insurance circles, or more fully possesses 
the confidence of the public. No company 
pays better dividends— yearly dividends. 
In the last ten years it has more than 
trebled its business and its assets. It has 
increased its surplus every year, and has 
easily paid its renewal commissions and 
other expenses. Ten years ago it had a 
business of only $4,880,726 and a surplus 
(including $100,000 capital) of only $244,- 
830. We submit that its record of the last 
ten years proves that acompany may grow 
with reasonable rapidity and afford its 
policy-holders the best there is in life-in- 
surance, without resorting to the prelim- 
inary-term device. Such a company, 
starting with half a million capital and 
half a million contributed surplus, would 
be in as good shape as was the Equitable 


of Iowa ten years ago, given the same 
conservative and capable management. 


If the facts as stated are correct, as 
we have no doubt they are, the cir- 
cumstances seem to show that it is 
possible to establish a new company 
without preliminary-term valuation. 
The fact, also, that new companies 
are being organized which do not 
propose to use this device shows, 
likewise, that they believe success to 
be possible without preliminary-term 
valuation. 

We feel certain that the preliminary 
term is a dangerous proposition for 
new companies to handle. It de- 
creases the value of the company’s. 
policies from the very start and is a 
confession of insecurity and lack of 
confidence in ultimate success on the 
part of the management. 

The proposition has now been so 
extensively discussed and is so clearly 
understood by all who are engaged in 
life-insurance, that it will be practi- 
cally impossible for any preliminary- 
term company to stand in competi- 
tion against new or old companies. 
which put up the full reserve on their 
policies from the start. It will be 
just as impossible for them to com- 
pete with these companies as time 
goes on, as it was impossible for 
assessment companies to compete 
with old-line corporations, and, as in 
the case of assessment corporations, 
eventual failure is almost certain for 
those companies which feel that they 
must pay all the expenses of manage- 
ment before they begin to lay aside a 
reserve to protect their. contracts. 


























; A HIGH-CLASS INSURANCE DIRECTORY. 





STANDARD INSURANCE DIRECTORY OF 
NEW ENGLAND: The Igo2 issue of this 
long established publication has been re- 
ceived. It is the best book of this descrip- 
tion which the Standard Publishing Com- 
pany has ever produced, and is, we believe, 
the most complete, correct, and convenient 
insurance directory placed on the market. 
It is indispensable to all underwriters doing 
business in New England. It contains six 
hundred and fifty pages of information re- 


lating to companies, agents, brokers, and 
special agents, with various statistical 
tables and other valuable features of refer- 
ence and information. It is also a fine 
example of skilful arrangement and index- 
ing, as well as of typography. Its large 
advertising patronage shows that its value 
as a circulating medium is of the highest. 
The price of this book is one dollar. It 
can be obtained of the Standard Publishing 
Company, 60 India street, Boston, Mass. 





TIME TO GET DOWN 


TO BUSINESS. 





The following is from the ‘‘ Western 
Underwriter’’ of Chicago : — 


‘* Several insurance men have recently al- 
luded to the apparent disease attacking 
several insurance journals, which might 
be called Putnamania, in that they seem 
called in almost every issue to attack the 
editor of INSURANCE Economics. Much 
of this twaddle has gotten to be personal 
abuse and insurance men are weary of so 
much of it. Most of these attacks are due 
merely to a desire to cater to a class of life- 
insurance companies whose system Mr. 
Putnam has seen fit to criticize. The con- 
stant hammering and mud-slinging are 
disgusting underwriters, who believe 
rightly there is sufficient interesting mat- 
ter at hand if these editors would show 
enterprise in getting after it to enliven 
their columns instead of shooting paper 
wads at Putnam. He may be taking his 
mission too seriously, and his judgment at 
times is possibly warped, but his paper is 
far more interesting to underwriters than 
almost any of those which are throwing 
slime.’’ 


aa 


Comment by the Editor. 


We extend our heartfelt thanks for the 
concise and unmistakable terms in which 
our contemporary calls a halt upon the 
foolish attitude taken by a number of in- 
surance papers towards the editor of the 


JOURNAL OF INSURANCE ECONOMICS, for it 
has said what needed to be said by some 
disinterested insurance periodical. It may 
have the effect of putting a stop to the 
undignified and petty warfare referred to. 

We confess, however, that we shall miss 
it. It has been a source of amusement and 
not annoyance. It has helped to extend 
a knowledge of this publication, increase 
its prestige, and widen its field of influ- 
ence. These attacks have never made the 
slightest impression upon the convictions 
of the editor of INSURANCE ECONOMICS, or 
changed its policy in the smallest degree. 
On the contrary, the substitution of per- 
sonal abuse for argument has tended to 
increase the editor’s conviction as to the 
soundness of his position. 

It may seem a singular thing td say, but 
the fact is that these systematic, persistent, 
and continuous attacks have been a source 
of constant pleasure to the editor. It is 
true that the JOURNAL OF INSURANCE ECco- 
NOMICS undertakes to deal with the serious 
facts and problems of the business. At 
the same time, its editor has a keen ap- 
preciation of humor and enjoys the fine 
point of a joke. Certainly nothing fun- 
nier has occurred in the recent history of 
insurance journalism than the pop-gun 
attacks on this magazine and the seem- 
ingly inexhaustible supply of descriptive 
adjectives applied to its editor. 

Another thing which may seem singular 
is that these attacks have not aroused in 
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us the slightest feeling of animosity or 
resentment towards their authors. In 
fact, we have come to look upon those who 
make them as our friends,— in the sense, 
at least, that they have helped to build up 
our prosperity. 

There have been gentlemanly differences 
of opinion between this magazine and the 
‘“Western Underwriter,’ therefore, what 
it has said is received with double grati- 
tude, and should, for this reason, be effec- 
tive in accomplishing the results at which 
it aims. Personally, we do not care 
whether the attacks are stopped or not, 
but for the dignity and good name of 
insurance journalism they surely ought 
to be. 
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SURPLUS LINE COMPANIES 


Local fire-insurance agents who are readers 
of this magazine can, if they desire, address 
inquiries to this office in regard to the finan- 
cial status and management of companies 
which are soliciting surplus lines. We shall 
be glad to give our readers the benefit of 
independent and unprejudiced investigation 
and advice. We may render valuable assist- 
ance in this direction, and thus enable agents 
to discriminate and possibly save them from 
serious loss. 
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Warren, Brown & Co., Detroit. 


MINNESOTA: 
Christian & Wagner, Minneapolis. 
Alexander Campbell, Minneapolis. 
Jacob Stone, Minneapolis. 


MISSOURI: 
H. G. Buckingham, St. Joseph. 
Delafield & Snow, St. Louis. 
George D. Markham, St. Louis. 


NEBRASKA: 
B. L. Baldwin & Co., Omaha. 


NEW. HAMPSHIRE: 
G. D. Barrett, Dover. 
William G. Berry, Manchester. 


NEW JERSEY: 
R. P. Conlon, Newark. 


NEW YORK: 

C. B. Armstrong, Buffalo. 

Woodworth & Hawley, Buffalo. 

Clark, Williams & Groves, 

Buffalo. 

Hen A. Campbell, Buffalo. 
D, Goodale; Watertown. 
. Mandeville, Olean. 

E. KF. Ashley, Rochester. 

Emmet Rhodes, Auburn. 

H. W. Greenland, Syracuse. 


NORTH CAROLINA: 
Walker Taylor, Wilmington. 





of the 


Insurance Agents 


at gs DAKOTA: 
W. A. Gordon, Grand Forks. 
pA Christensen, Towner. 


OHIO: 
W. L. Alexander, Canton. 
Bryson, Brubacher & Co., 
solumbus. 
F. C. McElroy, Columbus, 
Thomas H. Geer, Cleveland. 
A. W. Neale, Cleveland. 
A. W. Parsons, Cleveland. 
O. M. Stafford, Goss & Co., Cleve- 


and. 
Runnals & Manchester, Cleveland. 
Merwin Jackson, Toledo. 
Louis L, Rauh, Cincinnati. 
C. A. Leech, Uhrichville. 
Allen Hellowell, Youngstown, 
V. T. Spitler, Findlay. 


PENNSYLVANIA: 
W. B. Flickinger, Erie. 
L. J. Van Anden, Erie. 
Wm, H. Arrott, Philadelphia. 


RHODE ISLAND: 
Starkweather & Shepley, 
Providence. 


SOUTH CAROLINA: 
Reeves & McTureous, Charleston. 


UTAH: 
E, W. Wilson, Salt Lake City. 
Hugh Anderson, Salt Lake City 


VIRGINIA: 
Childrey & Metts, Norfolk. 
Robert Lee Traylor, Richmond. 


WASHINGTON : 
B. W. Baker, Seattle. 
Walter J. Ball, Tacoma. 
Watson, Hanford & Co., Seattle. 
Arthur D. Jones, Spokane. 


bi ge ely 
. Tapping, Milwaukee. 
; - Manson, Wausau. 








NORTHERN 


ASSURANCE 
COMPANY 


OF LONDON. 


Eastern and Southern 
Departments. 
33 PINE ST., NEW YORK. 


George W. Babb, Manager., 
T. A. Ralston, Sub- Manager. 














fjome i 


ADMITTED ASSETS 

POLICY RESERVE. & 
DIVIDEND-ENDOWMENT 
CONTIN T 
NET S 
INSURANCE IN FORCE 


42ND 


RGE E. IDE 


FUND 
FUND 


1! US 


YEAR 


eInsurance(ampany 


OF NEW YORK 


PRESIDENT 


INCREASE 


8.33 
8.25 
16.36 


4.57 
10.31 


$13.370.863 
$11,103,912 
$ 856.819 
$ 100.000 
$ 1.310.132 
$59,646,669 



















The Unique Life-Insurance Manual 


By SAMPSON DAWE 


| Something that will interest. every agent. 





R. DAWE’S “‘ Unique Manual”’ contains all the information 
in regard to rates, policy conditions, and guarantees, 
M essential for the soliciting life-insurance agent, and is the 
only manual of this description which is published in 
conyenient form to carry in the pocket. 

The manual contains over four hundred (400) pages, but is light 
and convenient. It contains many interesting facts for the use of agents 
not found in other rate manuals, including comparative financial stand- 

‘ing for three years, dividend records for ten years, and practical instruc- 
tion in life-insurance terms and definitions. 

By the use of extension flaps, agents are enabled to make a side by 
side comparison between the company they represent and all other 
companies on premium rates, policy conditions, and surrender values. 

















This manual is sold by the Journal of Insurance Economics, Annuity Building, Devon-- 
shire Street, Boston, Mass. The price per copy is $1.50; six copies $8.00; and twelve 
copies $15.00. if the manual, upon inspection, is not satisfactory the purchase money will 
be refunded. We are satisfied that it. will pay every life-insurance agent, to have a copy 
of this manual in his possession, either in addition to, or in place of, manuals of other kinds. 





What is the use of saying ‘‘the best Established 
company,’’ or ‘*the strongest com- The in 1822. 
pany,”’ or ‘‘the largest company ’’? N 

They all say these things. ti | 

We say simply ationa | 

Geo. E. Kendall, 


The Penn Mutual Assurance © gs:-- 
Life-Insurance Company Cc ompany Hartford, Conn. 


of Philadelphia. 
Organized 1847. 


That tells the whole story. 


OF IRELAND. 












5 : sri te CORRE CREE CECE EEE EEERS 
“The Leading Fire Insurance Company of America" 
: ee ue Life THERE are Particular, m 
w on Logical and Sufficient Rea- a 
7 Accident sons —which you may have * 
¥ for the asking — py 
: Health Why : 
= TheDacific Mutual life lnsurance(o, 
¥ INE PACHIC HE mSUAnCe0, & 
¥ OF CALIFORNIA (Incorporated in 1868) a 
W is the Best Company to Insure in and, conse- ™® 
W quently, the Best to Represent. m 
ww A word from you and we will tell you some- m 
W thing exceedingly interesting. aN 
WM. B. CLARK, President. oe nn : Sh eee ae 


W. H. KING, Secretary. E.O. WEEKS, Vice-Prest. Sy 3:93333339393333333333323: 
A.C, ADAMS, HENRY E. REES, Asst. Secretaries. 








